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To  

date 

opening or acquisition,then the reportingperiod shall begin at official certification date 
rather than the dateof acquisition. 

A. WhenFile 

Nursing facilitieswill report cost on a fiscal year ending June 30. Costreports 
will be due within75 days after theend of the reporting period. Under16 Bed 
ICF/MR providerswill report cost on a calendar year basis. The cost report will 
be due within 90 days of the endof the reporting period.The Arkansas Health 
Center Nursing Facilityand the 16 Bed and over ICF/MR providers will report 
cost semi-annually (January1 - June 30)and (July 1 - December 3 1) with the cost 
reports being due thesecond Tuesday of February and August. Should the due 
date fallon a Saturday, Sunday, or State of Arkansas holiday orfederal holiday, 
the due date shall be the following businessday. Reports are to be delivered to 
the Officeof Long Term Care orpostmarked on orbefore the applicable due date. 

Providers whofail to submit cost reports and other required schedules and 
information by the due date a Class Dor extended due date have committed 
Violation of Arkansas Code20-10-205. Civil penalties associated with failure to 
timelysubmit a costreportfor Long TermCareFacilitiesaredetailed in Section * < A0 .
1-1 1 of this Manual. d, 

(3I 
B. ExtensionsforFiling 

If a written request foran extension is received by the Officeof LongTerm Care 
ten or more workingdays in advance of the report due and a written 
extension isgranted, a penalty will not be applied, provided the extendeddue date 
is met. Each request for extensionwill be considered on its merit. No extension 
will be granted unless the facility provideswritten evidence of extenuating 
circumstances beyond its control, which causes a late report. In no instance will 
an extension be granted for more than 30days. 

C. What to Submit 

In addition to the applicablecost report forms, providers must submit the 
following: 

1. Most recently completed Medicare CostReport, 

2. 	 Working trial balance and related working papersidentifyingthe cost 
report line eachaccount is included on, 

3 .  Detailed depreciationschedule, 

4. Any work papers usedto compute adjustments made on the cost re 

Revised 12/31101 1-3 
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C. SNF & ICF - Special Class-Arkansas Health Center NursingFacility 

1. 	 ReimbursementMethodology and RatesEffectiveJuly 1, 1983 and 
Subsequent Years 

The Arkansas Health Center Nursing Facilitywill be reimbursed onan 
actual cost reimbursement system with provisionsfor retrospective 
adjustments to ensure reimbursementof actual allowable and reasonable 
costs. Per diem rates established by resident level of care shallbe changed 
as a resultof adjustments tothe semi-annual cost reports resultingfrom 
provider corrections, desk reviews,or audits, andwill be retrospectively 
adjusted to the first day of the applicable cost report period. 

2, OverpaymentsUnderpayments 

Overpaymentsunderpayments resulting from Section 1-12 administrative 
errors shall be handled through the vendor paymentby recouping 
overpayments and reimbursing underpayments. 

Revised 12131101 2-8 
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H. 	 Cost of specializedrehabilitativeservicesincludingphysical,speech, 
occupational and mental health, in facilities provided by licensed therapistwhen 
such treatment is ordered by a physician. However, these costs not include 
the direct costof services reimbursed by Medicare Part A, MedicarePart B, or 
other third partypayer.” 

I. 	 Utilities.Thisincludeselectricity,natural gas, fueloil, water, wastewater, 
garbage collectionand telephone. The costs of staff personal callsand 
individualized resident telephone services including long distanceare not 
allowable. 

J. 	 PropertyandEquipmentExpenses.Note:EffectiveJanuary12,2001the 
reimbursement methodology for nursingfacilities changed to a costbased facility 
specific ratewhich included afair market rental component to reimburse for 
property and equipmentcost in lieu of actual cost and/or lease payments. 
Allowability (or unallowability) of costsas described below will not affect 
nursing facility reimbursementrates. Nevertheless, nursing facilities must 
continue to report costs in the manner described below in orderto continue to 
maintain historic costrecords. Actual reimbursement to providers willbe made in 
accordance with therules established in Section 2-4 A. of this Manual of Cost 
Reimbursement Rules. 

1. 	 Amortization Expense -Costs associated with the origination ofa loan Q 

allowable under this section will Lbe allowable if amortized over life of -I
the loan. Costs associated with early retirement of a loan allowable under c . ’2 
this sectionmay be allowable. If the amount of the interest plus any 

unamortized origination feesor prepayment penaltiesdo not exceed the uj
awmaximum amount of allowable capital interest that would have been w 
allowed had the debt not been paid off,thenall of theinterestand M 
unamortizedcosts and otherprepaymentpenaltiescanbeclaimed as part w 
the expensethe year. the fees winterest unamortized and 3 
prepayment penalties plus interest exceed the amountthat would have 
been allowedthen any excess can be carried forward and claimed for a 
period of up to five yearsso long astotal interest expense and unamortized 
fees and prepayment penaltiesdo not exceed the interestamount 
would have been allowable underthe previous financing arrange 

2.DepreciationExpense - Depreciationonthe facility’s buildings, furniture 
equipment, leasehold improvements and land improvements. 

Depreciation on capital assets, including assets for normal stand 
emergency usein which the facility is the record title holder and 
assets are usedto provide covered services to Medical Assistan 
Recipients, will be allowable subject tothe following conditions: 

Revised 12/31/01 3-1 1 



a) 	 Generally accepted accounting principles incorporating the 
straight-line method of depreciation must be used. Accelerated 
methods of depreciation are not acceptable. Facilities must follow 
American Hospital Association Guidelines for Depreciation as the 
basis for calculation of straight-line depreciation. It is not required 
to deduct salvage value from the cost of the asset for the purpose 
of calculating depreciation. Component depreciation for physical 
structures is not acceptable. 

Depreciation expense for the year of acquisition and the year of 
disposal can be computed by using: (1) the half-year method; or 
(2) the actual time method. 

b) 	 The method and procedure for computing depreciation mustbe 
applied from year-to-year on aconsistent basis. 

c) The assets shall be recorded at cost. Costduring the construction 
of anasset, such asarchitectural, consulting and legal fees, interest, 
etc., must be capitalized as a part of the cost of the assets. When 
an asset is acquired by trade in, the costof the new asset is the sum 
of the book value of the old asset and any cash orissuance of debt \/ 

Revised 12131/01 3-1l a  
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C.Recoveryofinsured loss. 

D. 	 The cost of the following items should be eliminated. In lieu of determining and 
eliminating costs, therelated income maybe used to offset costs. 

1. Incomefromlaundryandlinenservice. 

2. Incomefromemployeeandguest meals. 

3. Incomefromthesaleofdrugsto other thanresidents. 

. 

5. Incomefromthesaleofmedical records andabstracts. 

6. Incomefromspacerentedtoemployeesandothers. 

7. Payment received fromspecialists. 

8. 	 Payments received fromrecipients for itemsnotmedically necessary to 
the recipient; i.e., tobacco,personalsoft etc.drinks, items, 4 

E. Rebatesandrefunds of expenses. ’;s 

F. Trade, quantity,time,andotherdiscounts on purchases. !-
2 
L 9  

3-5 special Items to Meet Needsof Residents of ICF’s/MR and the ArkansasHealth Center v’ 

Nursing Facility n’ 
L

5A. 	 In addition to those items listed in Section 3-2, the following items will be v> 
allowable costs for ICF’s/MR and theArkansas Health Center NursingFacility: 

1. Central medical supplies 
2. Dental Services 
3. Drugs andpharmacy 
4. Medical services, general physician 
5 .  Therapy: physical, occupational, psychiatric, psychological, an 
6. 	 All training and habilitation services whether providedin-house 

through contractual arrangements(ie. vocational training, she1 
workshop, orday activity center). 

Revised 12/3 1/O1 3-19 



7. 	 Actual costs of use of vehicles will be allowable to the extent that such 
costs meet the criteria set forthin Section 3-2.K. 

B. 	 In addition to the items listed above, the following items are allowable costs for 
the Arkansas Health Center Nursing Facility: 

1. Actualcosts of ambulance(escortservices) 
2. and EKG servicesEEG 
3. Externs serving(residents internships) 
4. Radiology 

3-6 Direct Provider payment Not Includable in Allowable expenses 

' 	 The direct costs of prescription drugs, physician, dental, dentures, podiatry, eye glasses, 
appliances, x-rays, laboratory, and any othermaterials or services for which benefitsare 
offered by direct providerpayment plans underMedical Assistance or Medicare PartBy 
CHAMPUS, Blue Cross-Blue Shield, various other insurersor third-party resources are 
not allowed. 

3-7 Charges- to recipients Relatives. or Recipient Representatives and Solicitations of 
Contributions from Medicaid Recipients 

Facilitiesmust not charge recipients, relatives, or recipient representativesfor any item 

included in thismanualas anallowablecostitem. No providerparticipating in this 2 .  

program can solicitcontributions,donations, or gifts directlyfromMedicaid recipients or f­

family members. See 42U.S.C. 1302a-7b (D),42 U.S.C. 1396 (a) (g), 42 U.S.C. 447.15, ..


8
42 U.S.C. Part 1001, and 42 U.S.C. 1003.102 (b). 	 a w 
b2
2
3 
v, 
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Associate  Administrator,  Regional  

on 

CFR 

179, 

DEPARTMEKTOF HEALTH& HUMANSERVICES 
Centersfor Medicare & Medicaidservices 

Calvin G Cline 
(r
0 andMedicaid 

December 14,2001 

Our reference:SPA-AR-01-291-29 

Mr. Ray Hanley, Director 

Division of Medical Services 

Arkansas Department of Human Services 

Post Ofice Box 1437, Slot 1 103 

Little Rock, Arkansas 72203- 1437 


Dear Mr. Hanley: 

StateOperations 
1301Young Street, Room 827 

Dallas,Texas 75202 
Phone(214) 767-6301 

Fax (214) 7674270 

We have reviewed the proposed amendment to your Medicaid State plan submitted under transmittal no. 
(TN) 01-29, including the revisions submitted on November2,2001. This amendment revises the plan 
language effective for services or after December3 1,2001, for payments to nursing facilities.This 
amendment clarifies reimbursement rules relating to property and equipment expenses and incorporates a 
name change for Benton Service Center.This facilityis now calledArkansas Health Center. 

We conductedour review of your submittal according to the statutory requirements at sections 
1902(a)( 13)(A) and 1902(a)(30)of the Social Security Act and the regulations at 42 447 Subpart C. 
Based onthe information yousubmitted we have approved the amendment for incorporation into the 
official Arkansas State plan effective December 31,2001. We have enclosed a copy of HCFA- TN 
01-29, dated December14,2001, and the amended plan pages. If you have anyquestions, please call Billy 
Bob Farrell at (2 14) 767-6449. 

Sincerely, 

Calvin G. Cline 
Associate Regional Administrator 
Division of Medicaid and State Operations 

cc: ElliotWeisman, CMSO, PCPG 
Commerce Clearing House 

Enclosures 
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